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OATH OR AFFIRMATION

I Salvatore Giardina ' , swear (or affirm) that, to the best of my knowledge and
belief the accompanying financial statement and supporting schedules pertaining to the firm of Ladenburg
Thalmann & Co. Inc. ,as of _ December 31 ,2004 , are true and correct. I further swear (or affirm) that neither the
company nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified
solely as that of a customer, except as follows:

I further affirm that this financial statement is being made available to all members or

allied members of the New York Stock Exchange, Inc.

%/Mfi’% 2

Signature

7

Chief Financial Officer

. . Title
/M’V ""——*—-————""”'
/ Notary Public
ISAAC HAMAQU! M\\}/\I/_
NOTARY PUBLIC, STATE OF NEW YORK éignature

NO. D1HAS070455
UALIFIED IN KINGS CO%TY
D06

COMMISS‘%N EXPIRES /,%//c

> Chief Executive Officer

Title

This report** contains (check all applicable boxes):

(a) Facing Page.

{b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

(e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietor’s Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital,

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

(3) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the Computation for
Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of consolidation.
(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.

OOXO O00000000DKKX

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(¢)(3).
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Eisner LLP
E'sner Accountants and Advisors

750 Third Avenue

New York, NY 10017-2703

Tel 212.949.8700 Fax 212.881.4100
www.eisnerllp.com

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholder
Ladenburg Thalmann & Co. Inc. and subsidiaries
New York, New York

We have audited the accompanying consolidated statement of financial condition of Ladenburg
Thalmann & Co. Inc. and subsidiaries (the "Company"), a wholly owned subsidiary of Ladenburg
Thalmann Financial Services Inc., as of December 31, 2004, that you are filing pursuant to rule 17a-5
under the Securities Exchange Act of 1934. This consolidated financial statement is the responsibility
of the Company's management. Our responsibility is to express an opinion on this financial
statement based on our audit.

We conducted our audit in accordance with generally accepted auditing standards as established by
the Auditing Standards Board (United States) and in accordance with the auditing standards of the
Public Company Accounting Oversight Board (United States). Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statement is free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statement. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the statement of financial condition referred to above presents fairly, in all material
respects, the consolidated financia! position of Ladenburg Thalmann & Co. Inc. and subsidiaries as of

December 31, 2004, in conformity with accounting principles generally accepted in the United States
of America.

Etomee LLP

New York, New York
February 17, 2005

Independent Member of Baker Tiilly International



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Consolidated Statement of Financial Condition
December 31, 2004

ASSETS
Cash and cash equivalents
Securities owned, at market value
Due from clearing brokers
Due from Parent and affiliates
Exchange memberships owned, at acquisition cost (market value $1,474,500)
Furniture, equipment and leasehold improvements, net
Restricted assets
Other assets

LIABILITIES
Securities sold, but not yet purchased, at market value
Accrued compensation
Accrued expenses and other liabilities
Deferred rent credit
Payable to affiliate

STOCKHOLDER'S EQUITY
Common stock, $.01 par value; 10,000,000 shares authorized;
5,600,000 shares issued and outstanding
Capital in excess of par value
Accumulated deficit

See notes to consolidated statement of financial condition

$ 1,616,296
117,047
10,297,281
1,324,388
1,500,500
2,618,434
1,060,400

2,455,958

$ 20,990,304

$ 23,200
1,829,329
4,486,036
4,026,062

806

10,365,433

56,000
72,491,742

61,922 871
10,624,871

$ 20,990,304



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE A - ORGANIZATION AND BUSINESS

Ladenburg Thalmann & Co. Inc. (the "Company”) is a registered broker and dealer in securities that clears its
customer transactions through its correspondent clearing broker on a fully disclosed basis. The Company
engages in various businesses of a broker-dealer including principal and agency trading, investment banking and
underwriting activities.

The Company is a subsidiary of Ladenburg Thalmann Financial Services Inc. ("Parent” or "LTS"), a publicly
traded company whose stock trades on the American Stock Exchange under the symbol LTS.

The accompanying consolidated statement of financial position includes the accounts of the Company and its
subsidiaries, all of which are wholly owned. Intercompany balances and transactions have been eliminated upon
consolidation. The Company's subsidiaries primarily provide asset management services.

NOTE B - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The preparation of this financial statement in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statement. Actual results could differ from those estimates.

The Company considers all highly liquid financial instruments with an original maturity of less than three months
to be cash equivalents.

Securities owned and securities sold, but not yet purchased, which are traded on a national securities exchange
or listed on NASDAQ, are valued at the last reported sales prices of the year. Futures contracts are valued at
their last reported sales price. Securities owned, which have exercise or holding period restrictions, are valued at
fair value as determined by the Company's management. The carrying values of all other financial instruments
approximate their fair values due to the relatively short-term nature of these instruments.

Depreciation of furniture and equipment is provided by the straight-line method over the estimated usefut lives of
the related assets. Leasehold improvements are amortized on a straight-line basis over the lease term.

The Company and its subsidiaries are inciuded in the consolidated federal income tax return and in certain
combined state and local income tax returns filed by the Parent. The amount of current and deferred taxes
payable or refundable is recognized as of the date of the financial statement, utilizing currently enacted tax laws
and rates. Valuation allowances are established when necessary to reduce deferred tax assets to the amount
expected to be realized.

SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal Activities,” ("SFAS 146") allows costs
associated with an exit or disposal to be recognized and measured initially at their fair value in the period in which
the liability is incurred. For operating leases, a liability for costs that will continue to be incurred under the lease
for the remaining term without economic benefit shali be recognized and measured at its fair value when the entity
ceases using the right conveyed by the lease (the "cease-use-date"). The fair value of the liability at the "cease-
use-date” shall be determined based on the remaining lease rentals, reduced by the estimated sublease rentals
that could be reasonably obtained for the property (see Note G[1].)



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE C - SECURITIES OWNED AND SECURITIES SOLD, BUT NOT YET PURCHASED

The components of securities owned and securities sold, but not yet purchased as of December 31, 2004 are as
follows:

Securities Sold,

Securities but not yet
Owned Purchased
Common stock and warrants $ 38,989 $ 23,200
Municipal obligations 50,000
Corporate bonds 28,058

$ 117.047 $ 23,200

Most of the securities owned are deposited with the Company's primary clearing broker and, pursuant to the
agreement, the securities may be sold or hypothecated by the clearing broker.

NOTE D - NET CAPITAL AND OTHER REGULATORY REQUIREMENTS

The Company is subject to the Securities and Exchange Commission’s ("SEC") Uniform Net Capital Rule 15¢3-1
and the Commodity Futures Trading Commission's Regulation 1.17. The Company has elected to compute its
net capital under the alternative method allowed by these rules. At December 31, 2004, the Company had net
capital of approximately $1,455,000, which was approximately $1,205,000 in excess of its required net capital of
$250,000.

See Note N for transactions which occurred in January 2005, which resuited in an increase in regulatory capital.

The Company claims exemption from the provisions of the SEC’s Rule 15¢3-3 pursuant to paragraph (k)(2)(ii) as
it clears its customer transactions through its primary correspondent broker on a fully disclosed basis.

NOTE E - FINANCIAL INSTRUMENTS

In the normal course of its business, the Company may enter into transactions in financial instruments with off-
balance-sheet risk. These financiai instruments consist of financial futures contracts, written equity index option
contracts and securities sold, but not yet purchased.

Financial futures contracts provide for the delayed delivery of a financial instrument with the seiler agreeing to
make delivery at a specified future date, at a specified price. These futures contracts involve elements of market
risk which may exceed the amounts recognized in the consolidated statement of financial condition. Risk arises
from changes in the values of the underlying financial instruments or indices.

Equity index options give the holder the right to buy or sell a specified number of units of a stock market index, at
a specified price, within a specified time and are settled in cash. The Company may enter into these option
contracts in order to reduce its exposure to market risk on securities owned. Credit and market risk arises from
the potential inability of the counterparties to perform under the terms of the contracts and from changes in the
value of a stock market index. The Company mitigates the market risk of its option positions used for trading
purposes because they are hedged transactions. As a writer of options, the Company receives a premium in
exchange for bearing the risk of unfavorable changes in the price of the securities underlying the option.

The Company has sold securities that it does not currently own and wili therefore be obligated to purchase such
securities at a future date. The Company has recorded these obligations in the consolidated statement of
financial condition at December 31, 2004 at market values of the related securities and will incur a loss if the
market value of the securities increases subsequent to December 31, 2004.



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES
Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE F - FURNITURE, EQUIPMENT AND LEASEHOLD IMPROVEMENTS

Components of furniture, equipment and leaseho!d improvements included in the consolidated statement of
financial condition at December 31, 2004 were as follows:

Leasehold improvements $ 2,587,525
Computer equipment 2,583,440
Furniture and fixtures 1,929,874
Other 2,097,553
Total cost 9,198,392
Less accumulated depreciation and amortization {6,579,958)

$ 2618434

NOTE G - COMMITMENTS AND CONTINGENCIES
[1] Operating leases:

The Company is obligated under several noncancelable lease agreements for office space, expiring in
various years through June 2015. Certain leases have provisions for escalation based on specified
increases in costs incurred by the landlord. The Company is subleasing a portion of its office space. The
subleases expire at various periods through 2015. Minimum lease payments, net of lease abatement and
exclusive of escalation charges, and sublease rentals are as follows:

Year Ending Lease Sublease

December 31, Commitments Rentals Net
2005 $ 4552132 § 3,440,092 § 1,112,040
2006 4,409,906 3,367,614 1,042,292
2007 4,617,795 3,147,656 1,470,139
2008 5,305,190 3,221,913 2,083,277
2009 5,305,190 3,221,913 2,083,277
Thereafter 30,625,415 9,015,462 21,609,953

$ 54815628 $ 25414650 $ 29,400,978

One of the leases obligates the Company to occupy additional space at the landlord's option, which may
result in aggregate additional lease payments of up to approximately $700,000.

in September 2004, the Company subleased one of the several floors it occupies in its New York City office
for the remaining term of its lease. The fair value of the Company's obligation with respect to the lease,
computed in accordance with accounting standards, was approximately $1,500,000 at inception of the
sublease and approximated the balance of the Company's deferred rent liability relating to such space.
Accordingly, no charge to operations was required in connection with the sublease. The balance of this
liability as of December 31, 2004 was approximately $359,000 and is included in deferred rent credit. The
decrease in the liability during the period is primarily the result of net cash outflows relating to the space,
including certain costs in connection with the sublease.

The balance of the deferred rent credit of approximately ($3,667,000) represents the difference between
rent payable calculated over the life of the leases on a straight-line basis (net of lease incentives) and rent
payable on a cash basis.



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE G - COMMITMENTS AND CONTINGENCIES (CONTINUED)

[1

2]

Operating leases: (continued)

During 2004, the Company ceased using a portion of another floor of its New York City office. Accordingly,
the related leasehold improvements were written off. In conjunction with the write-off of these leasehold
improvements, the unamortized deferred rent credit representing reimbursement from the landlord of such
leasehold improvements was also written-off in 2004. The write-off of leasehold improvements, net of
accumulated amortization amounted to $1,274,495 and the write-off of the unamortized deferred rent credit
amounted to $728,986. In November 2004, the Company subleased the space through June 30, 2009, for
a sublease rental equal to its lease commitment with the landlord, through the sublease period.

At December 31, 2004, the Company has utilized a letter of credit in the amount of $1,000,000 which is
collateralized by $1,060,400 of the Company's marketable securities and is included in restricted assets on
the consolidated statement of financial condition. The letter of credit is used as collateral for the lease for
the Company's office space. Pursuant to the lease agreement, the requirement to maintain this letter-of-
credit facility expires on December 31, 2006.

Litigation:

The Company is a defendant in litigation and may be subject to unasserted claims or arbitrations primarily
in connection with its activities as a securities broker-dealer and participation in public underwritings. Such
litigation and claims involve substantial or indeterminate amounts and are in varying stages of legal
proceedings.

In May 2003, a suit was filed in the U.S. District Court for the Southern District of New York against the
Company, former employees of the Company and a number of other firms and individuals. The plaintiff
alleges, among other things, that certain defendants (not the Company) purchased convertible securities
from the plaintiff and then allegedly manipulated the market to obtain an increased number of shares from
the conversion of those securities. The Company acted as placement agent and not as principal in those
transactions. The plaintiff has alleged that the Company and the other defendants violated federal
securities laws and various state laws. The plaintiff seeks compensatory damages from the defendants of
at least $660,000,000 and punitive damages of $2,000,000,000. The Company's motion to dismiss the
lawsuit is currently pending. The Company believes the plaintiffs claims are without merit and intends to
vigorously defend against them.

In March 2004, The Company was served with an amended complaint in a lawsuit filed in the Superior
Court of the State of California for the County of Los Angeles adding the Company and a number of other
parties as defendants. The plaintiffs in that action allege that defendants other than the Company
converted the plaintiff companies’ licensing rights and other intellectual property, and that the Company
was involved in a conspiracy to manipulate certain stock, apparently through purportedly improper short
sales. The plaintiffs have asserted claims of conversion, breach of fiduciary duty, fraud, violations of other
California state securities laws, and other related claims. The Company's motion to dismiss the securities
law claims is currently pending. The Company believes the claims are without merit and intends to
vigorously defend against them.



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE G - COMMITMENTS AND CONTINGENCIES (CONTINUED)

[2]

Litigation: (continued)

In May 2004, the NASD contacted the Company regarding an informal investigation into past activities by it
and certain of their employees involving potential violations of NASD Rule 2440 and NASD Interpretive
Memorandum 2440(c)(5) relating to fair prices and commissions. On September 15, 2004, the Company
received a "Wells Letter” from the staff of the NASD. The Wells Letter stated that the staff of the NASD
intends to recommend that disciplinary action be brought against the Company for violating certain conduct
rules of the NASD, including NASD Conduct Rule 2440 and NASD Interpretive Memorandum 2440(c)(5)
relating to fair prices and commissions, and Section 10(b) of the Securities Exchange Act of 1934, as
amended. The NASD previously delivered similar Wells Letters to five employees of the Company generally
alleging violations by them of the same NASD and SEC rules. The Company is seeking a resolution of
these matters, although there is no assurance that such resolution can be reached or that the uitimate
impact on the Company will not be material. If the Company is forced to pay significant damages with
respect to this investigation, or if any of its key employees are suspended or disqualified from practicing in
the securities industry for a substantial period of time, it could have a material adverse effect on the
Company's operations and financial condition.

In July 2004, a suit was filed in the U.S. District Court for the Eastern District of Arkansas against the
Company, a former employee of the Company and a number of other firms and individuals. The plaintiff
alleges, among other things, that certain defendants (not the Company) purchased convertible securities
from the plaintiff and then allegedly manipulated the market to obtain an increased number of shares from
the conversion of those securities. The Company acted as placement agent and not as principal in those
transactions. The plaintiff has alleged that the Company and the other defendants violated federal securities
laws and various state laws. The plaintiff seeks compensatory damages from the defendants of at least
$400,000,000. The Company's motion to dismiss the action is currently pending. The Company believes
that the plaintiff's claims are without merit and intends to vigorously defend against them.

in November 2004, the Company was served with an amended complaint in a lawsuit in the United States
District Court for the Central District of California adding the Company and a number of other firms as
defendants. The amended complaint alleges that the Company as well as all other market makers in the
plaintiff company's stock, the Depository Trust Company and the National Securities Clearing Corporation,
violated section 17(a)(1) of the Securities Act of 1933, various California statutes, and committed common
law fraud and negligence, purportedly by engaging in improper short sales of the issuer's stock. The
Company’'s motion to dismiss the claims was granted, and the plaintiff was given leave to file an amended
complaint. The Company believes the claims are without merit and, if an amended complaint is filed,
intends to vigorously defend against it.

The Company is a defendant in several various pending arbitrations claiming substantial amounts of
damages, including one which is seeking compensatory damages of $6,000,000.

With respect to certain arbitration, litigation and regulatory matters, where the Company believes that it is
probable that a liability has been incurred and the amount of loss can be reasonably estimated, the
Company has provided a liability for potential arbitration and lawsuit losses of approximately $2,675,000
{(included in accrued expenses and other liabilities). With respect to other pending matters, due to the
uncertain nature of litigation in general, the Company is unable to estimate a range of possible loss;
however, in the opinion of management, after consultation with counsel, the ultimate resolution of these
matters should not have a material adverse effect on the Company's consolidated financial position, results
of operations or liquidity.



LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE H - INCOME TAXES

The Company files consolidated federal and certain combined state and local income tax returns with its Parent.
For financial reporting purposes, the Company determines its income tax provision on a separate company basis.

The Company accounts for taxes in accordance with SFAS No. 109, "Accounting for Income Taxes," which
requires the recognition of tax benefits or expense on the temporary differences between the tax basis and book
basis of its assets and liabilities. Deferred tax assets and liabilities are measured using enacted tax rates
expected to apply to taxable income in the years in which those temporary differences are expected to be
recovered or settied. At December 31, 2004, the Company had deferred tax assets of approximately $14,800,000
which are primarily attribute to timing differences, such as accruals which are not currently deductible, unrealized
gains and losses on securities transactions, depreciation and amortization and net operating loss carryforwards.
Such amount has been fully reserved based on management's evaluation that it is more likely than not that the
benefits will not be realized. During 2004, the valuation allowance increased by approximately $1,000,000.

At December 31, 2004, the Company and its subsidiaries’ share of the consoclidated net operating loss
carryforwards, which expire in various years from 2015 through 2025, was approximately $27,900,000.

NOTE | - BENEFIT PLANS

The Company has a 401(k) retirement plan (the "Plan"), which allows eligible employees to invest a percentage of
their pretax compensation, limited to the statutory maximum ($13,000 for 2004). The Plan also allows the
Company to make matching and/or discretionary contributions. The Company elected not to make matching or
discretionary contributions for 2004.

NOTE J - OFF-BALANCE-SHEET RISK AND CONCENTRATIONS OF CREDIT RISK

The Company's transactions are cleared by other brokers and dealers in securities pursuant to clearance
agreements. Although the Company primarily clears its transactions through other brokers and dealers in
securities, the Company is exposed to off-balance-sheet risk in the event that customers or other parties fail to
satisfy their obligations. Should a customer fail to deliver cash or securities as agreed, the Company may be
required to purchase or sell securities at unfavorable market prices.

At December 31, 2004, substantially all of the securities owned and the amount due from clearing broker reflected
in the consolidated statement of financial condition are positions held at and amounts due from one clearing
broker, a large financial institution. The Company is subject to credit risk should this broker be unable to fulfill its
obligations.

NOTE K - SUBORDINATED LIABILITIES

The Company had a $2,500,000 million junior subordinated revolving credit agreement that matured and was
repaid on November 1, 2004, with an affiliate of its clearing broker, under which outstanding borrowings incurred
interest at LIBOR plus 2%. In December 2004, the Company received a $4,000,000 temporary cash
subordination from two affiliates of its Parent, to provide additional regulatory capital required for an underwriting
participation. Upon completion of the underwriting during the same month, the $4,000,000 was repaid with
interest at the rate of prime plus 2%.




LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES
Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE L - EMPLOYEE INCENTIVE PLANS

The Company is a participant in a stock option plan (the "Plan”) sponsored by LTS that provides for the granting
of stock options in LTS's common stock to certain directors, employees and consultants, at its discretion.

Stock option activity related to options granted by LTS to the Company's employees, including options to
purchase 1,500,000 shares outside the Plan, and related information for the year ended December 31, 2004 is as
follows:

Weighted-

Average

Exercise
Shares Price
Outstanding at December 31, 2003 4,708,030 $ 1.69
Granted during 2004 6,099,500 0.83
Forfeited or expired during 2004 (2,477,801) 215
Exercised during 2004 (137.298) 0.66
Outstanding at December 31, 2004 __8192,431 0.93

The following summarizes information about shares subject to option at December 31, 2004:

Outstanding Options Options Exercisable
Weighted-
Weighted- Average Weighted-
Average Remaining Average
Number Exercise Life in Number Exercise
Outstanding Price Years Exercisable Price
200,000 $ 4.06 4.65 200,000 4.06
255,500 3.00 4.94 255,500 3.00
15,000 2.13 6.02 15,000 2.13
900,000 0.88 7.03 600,000 0.88
298,081 0.60 7.22 198,721 0.60
842,550 0.45 8.96 280,850 0.45
2,500,000 0.75 9.19
2,331,300 1.01 9.49
850,000 0.48 9.69
8,192,431 0.93 8.74 1,550,071 1.54

The Parent's Qualified Employee Stock Purchase Plan ("ESP") permits employees of LTS and its subsidiaries to
acquire up to 5,000,000 shares of LTS's common stock at a discount of up to 15% below the then current market
price. The ESP is intended to qualify as an "employee stock purchase plan” under Section 423 of the Internal
Revenue Code. During 2004, 918,842 shares of LTS common stock were issued to the Company's employees
under this plan, at an average price of $0.52 per share.




LADENBURG THALMANN & CO. INC. AND SUBSIDIARIES

Notes to Consolidated Statement of Financial Condition
December 31, 2004

NOTE M - RECONCILIATION OF ASSETS AND LIABILITIES TO FORM X-17A-5

The accompanying consolidated statement of financial condition is prepared in accordance with accounting
principles generally accepted in the United States of America and differs from the accounting prescribed by the
Securities and Exchange Commission’s general instructions to Form X-17A-5 under which certain subsidiaries
may not be consolidated.

A reconciliation of amounts reported herein by the Company to amounts reported by the Company on the
unaudited Form X-17A-5 Part H filed with the SEC is as follows:

Consolidated
Statement of

Part Il Form Subsidiaries Financial
X-17A-5 Consolidated  Reclassifications Condition
ASSETS
Cash and cash equivalents $ 379,094 $ 1,237,202 $ 1,616,296
Securities owned $ 2,598,883 (2,481,836) 117,047
Due from clearing broker 10,297,281 10,297,281
Due from Parent and affiliates 2,082,822 100 (758,534) 1,324,388
Exchange memberships owned 1,500,500 1,500,500
Furniture, equipment and leasehold
improvements, net 2,618,434 2,618,434

Restricted assets 1,060,400 1,060,400
Other assets 3,467,345 44514 (1,055.901) 2,455,958

$_22,565265 § 423708 $§ __ (1,998,669) $ 20,990,304

LIABILITIES AND STOCKHOLDER'S EQUITY

Securities sold, but not yet purchased $ 23,200 $ 23,200
Accrued compensation $ 1,829,329 1,829,329
Accrued expenses and other liabilities 11,817,194  § 22,602 (7,453,760) 4,486,036
Deferred rent credit 4,026,062 4,026,062
Payable to affiliate 440,203 (439,397) 806
Common stock 56,000 10 (10) 56,000
Capital in excess of par value 71,868,742 1,520,090 (897,090) 72,491,742
Accumulated deficit (61,299.871) (1.559,197) 936,197 (61,922.871)

$ 22565265 $ 423708 $ . (1,998.669) $ 20,990,304

NOTE N - SUBSEQUENT EVENTS

In January, 2005, the Parent made a capital contribution to the Company in the amount of $2,000,000, and repaid
$276,828 of amounts owed to the Company. Also in January 2005, an affiliate of the Company repaid $900,000
of amounts owed to the Company. These transactions resulted in an increase to the Company's regulatory
capital of $3,176,828.
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